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E.O. 11652: N/A 
TAGS: ETRD, EEC, SP 

SUBJECT: EC/SPAIN: SUSPENSION OF TRADE NEGOTIATIONS 

REF: A) EC BRUSSELS 8803 B. EC BRUSSELS 8970 C) EC BRUSSELS 
8467 (1974) D) EC BRUSSELS 9190 (1974) E) EC BRUSSELS 3631 
F) EC BRUSSELS 4040 

1. SUMMARY: SUSPENSION OF CURRENT NEGOTIATIONS HAS NOT 
ALTERED THE CURRENT TRADE REGIME BETWEEN THE EC OF SIX AND 
SPAIN UNDER THE 1970 AGREEMENT. EXISTING TARIFF REDUCTIONS 
CONTINUE. REMAINING REDUCTIONS ARE EXPECTED TO COME INTO 
EFFECT NORMALLY. ARRANGEMENTS BETWEEN SPAIN AND THE THREE 
NEW MEMBER STATES CONTINUE ON AN INDIVIDUAL BASIS PENDING 
CONCLUSION OF A NEW AGREEMENT. THUS, WHILE NEITHER SIDE IS 
PARTICULARLY DAMAGED BY THE SUSPENSION, A LENGTHY 
INTERRUPTION IN NEGOTIATIONS COULD AFFECT THE TIMETABLE 
OF TRADE LIBERALIZATION ALREADY AGREED TO DURING EARLIER 
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COMPETITIVE ADVANTAGE IN THE EC MARKET. PROSPECTS 
FOR RESUMPTION OF NEGOTIATIONS ARE ANYONE'S GUESS. BUT 
THE COMMISSION SEES A LENGTHY PAUSE AND HAS PUT THE 
FILE "ON THE SHELF". END SUMMARY. 

2. IN VIEW OF THE ANNOUNCEMENT THAT THE EC HAS SUS- 
PENDED ITS NEGOTIATIONS WITH SPAIN, THE MISSION WISHES 
TO REPORT OUR UNDERSTANDING OF THE STATUS IN WHICH 
SUCH A SUSPENSION LEAVES EC/SPANISH TRADE RELATIONS. 

3. 1970 EC/SPAIN AGREEMENT: CURRENT COMMERCIAL RELA- 
TIONS BETWEEN SPAIN AND THE ORIGINAL EC OF SIX ARE 
GOVERNED BY THE PROVISIONS OF A PREFERENTIAL TRADE 
AGREEMENT WHICH ENTERED INTO FORCE ON OCTOBER 1. 1970. 
THE AGREEMENT PROVIDES FOR TRADE LIBERALIZATION TO 
OCCUR IN TWO STATES. THE FIRST STAGE HAS A MINIMUM 
DURATION OF SIX YEARS. EITHER PARTY CAN THEN DENOUNCE 
THE AGREEMENT ON SIX MONTHS NOTICE. (DESPITE RECENT 
EVENTS, THERE APPEARS NO IMPULSE FROM EITHER SIDE TO 
TAKE SUCH ACTION, HOWEVER.) TRANSITIONARY MEASURES 
BETWEEN THE FIRST AND SECOND STAGES, AS WELL AS THE 
CONTENTS OF THE SECONDE STAGE ITSELF, ARE TO BE NEGO- 
TIATED. IT IS THESE NEGOTIATIONS WHICH HAVE JUST 

BEEN SUSPENDED (SEE PARA 7 BELOW). 

4. THE 1970 AGREEMENT PROVIDES FOR LIMITED TARIFF 
REDUCTIONS AND QUOTA ARRANGEMENTS ON SPECIFIC LISTS 
OF AGRICULTURAL AND INDUSTRIAL PRODUCTS. ON THE COM- 
MUNITY SIDE (THE EC OF SIX), STAGED REDUCTIONS IN 

THE COMMON EXTERNAL TARIFF COVERING 95 PERCENT OF 
SPANISH INDUSTRIAL EXPORTS HAVE LARGELY BEEN COMPLETED. 
THE COMMUNITY HAS ALREADY CUT TARIFFS ON MOST SPANISH 
INDUSTRIAL PRODUCTS WHICH NOW ENJOY A 60 PERCENT 
TARIFF REDUCTIN. ANOTHER LIST OF MORE SENSITIVE 
INDUSTRIAL PRODUCTS, CURRENTLY ENTERING AT A 30 PER- 
CENT REDUCTION, HAS ONE MORE STAGED REDUCTIN TO 40 
PERCENT DUE ON JANUARY 1, 1977. FOR SPANISH ARGI- 
CULTURAL EXPORTS TO THE SIX, THE EC GRANTS AN "AVERAGE" 

50 PERCENT REDUCTION ON A VARIETY OF NON-CAP PRODUCTS 
INCLUDING CITRUS (ON WHICH THE REDUCTION IS 60 PERCENT), 
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CERTAIN FRUITS AND VEGETABLES, ETC., 

AS WELL AS CERTAIN QUOTA ARRANGEMENTS FOR SPANISH 
WINE. 

5. ON THE SPANISH SIDE, THE 1970 AGREEMENT PROVIDES 

FOR STAGED REDUCTIONS IN SPANISH DUTIES ON EC INDUSTRIAL 
PRODUCTS. SPAIN HAS REDUCED 1970 TARIFFS BY 40 PERCENT 
ON A LIMITED NUMBER OF ITEMS (REPRESENTING ABOUT 10 
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PERCENT OF ITS IMPORTS FROM THE EC) WITH 15 PERCENT 
REDUCTIONS ON TWO OTHER LISTS OF MORE SENSITIVE PRO- 
DUCTS. THESE TARIFF REDUCTIONS WILL INCREASE TO 60 
PERCENT, AND 25 PERCENT, RESPECTIVELY IN TWO MORE 
STAGED TARIFF REDUCTINONS, JANUARY 1, 1976 AND JANUARY 1, 
1977. SPAIN ALSO AGREES TO REMOVE QUANTITATIVE RE- 
STRICTIONS ON A FOURTH LIST OF EC INDUSTRIAL PRODUCTS 
(RESULTING IN FREE ENTRY BY THE END OF 1976) AND PRO- 
VIDES SPECIAL TREATMENT FOR CERTAIN DAIRY AND AGRI- 
CULTURAL PRODUCTS. 

6. 1973 PROTOCOL: A SUPPLEMENTARY PROTOCOL TO THE 
1970 AGREEMENT WAS SIGNED IN JANUARY, 1973. THE 
PROTOCOL ADAPTED THE 1970 AGREEMENT TO COVER THE THREE 
NEW EC MEMBER STATES-DENMARK, IRELAND, AND THE UK~ 

BUT DID NOT REQUIRE THEM TO FULLY APPLY THE TRADE 
PROVISIONS IMMEDIATELY, AS A RESULT, SPAINT TREATS 

THE "THREE" AS THIRD COUNTRIES, AND THEY EACH APPLY 
THEIR OWN AUTONOMOUS ARRANGEMENTS TO SPANISH IMPORTS. 
THIS SITUATION IS NOTABLE FOR THE "STANDSTILL" APPLIED 
TO EC IMPORTS FROM SPAIN, ESPECIALLY OF AGRICULTURAL 
PRODUCTS. THIS "STANDSTILL" WAS DESIGNED TO AVOID A 
SITUATION IN WHICH THE "THREE", PARTICULARLY THE UK, 
WOULD BE REQUIRED AS PART OF THE ACCESSION TREATY 
ENLARGING THE EC, TO RAISE THEIR TARIFFS ON SPANISH 
IMPORTS TO THE EXT LEVEL, ONLY TO BEGIN LOWERING THEM 
AGAIN WHEN THE NEW EC/SPAIN FTA IS CONDLUDED. 

7. THE UK, WHICH ACCOUNTS FOR THE BULK OF SPANISH 
TRADE WITH THE "THREE", CONTINUED TO MAINTAIN THIS 
"STANDSTILL" THROUGH THE BEGINNING OF 1975, PROVIDING 
SPAIN WITH MORE FAVORABLE ACCESS TO THE UK MARKET 
THAN SPAIN RECEIVES FROM THE ORIGINAL SIX UNDER THE 
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1970 AGREEMENT. HOWEVER WITH THE CONTINUING DELAY 
IN THE EC/SPANISH NEGOTIATIONS THROUGHOUT 1975, THE 
UK BEGAN EARLIER THIS YEAR TO UNILATERALLY ADJUST ITS 
TARIFF TREATMENT OF SPANISH AGRICULTURAL PRODUCTS 
UPWARD. WE UNDERSTAND THAT THE BRITSH INTEND TO 
APPLY THE TARIFF LEVELS CONTAINED IN THE EC'S 1974 
MANDATE FOR THE NEW EC/SPAIN AGREEMENT AS A COMPROMISE 
BETWEEN THE "STANDSTILL" ARRANGEMENTS AND FULL APPLI- 
CATION OF THE CTS. (AS THIS ACTION IS AN AUTONOMOUS 
UK TARIFF ADJUSTMENT, OUR COMMISSION CONTACTS TELL US 
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THEY DO NOT HAVE FULL INFORMATION ON WHAT ACTION THE 
BRITISH HAVE TAKEN THUS FAR IN RELATION TO THE 
"STANDSTILL". EMBASSY LONDON MAY WISH TO COMMENT.) 

8. CURRENT NEGOTIATIONS: THE ENLARGEMENT OF THE 
EC, AND THE "GLOBAL APPROACH" TO THE MEDITERRANEAN 
ADOPTED BY THE COUNCIL OF MINISTERS, TOGETHER WITH 
THE "TWO STAGE" APPROACH ENVISIONED IN THE 1970 
AGREEMENT, LED TO THE OPENING IN IULY 1973. OF NEGO- 
TIATIONS FOR A NEW ACCORD BETWEEN THE EC AND SPAIN. 

THE OBIECTIVE OF THE PROPOSED NEW AGREEMENT IS THE 
CREATION OF A FREE TRADE AREA BETWEEN SPAIN AND THE 
COMMUNITY. THE NEGOTIATIONS HAVE BEEN VERY DIFFICULT 
AND NO FORMAL SESSIONS HAVE BEEN HELD SINCE NOVEMBER, 
1974 WHEN TALKS BOGGED DOWN OVER THE BALANCE BETWEEN 
SPANISH VINDUSTRIAL CONCESSIONS AND EC AGRICULTURAL 
CONCESSIONS (SEE REFS C AND D). SOME PROGRESS HAD 
REPORTEDLYBEEN MADE BEHIND THE SCENES HOWEVER, AND 
LIMITED OFFICIAL USE 
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ELEMENTS OF A COMPROMISE ON THE MAIN ISSUES WERE 
APPARENT BY MID-SUMMER (SEE REFS E AND F). 

ACCORDING TO A WELL-PLACED COMMISSION SOURCE THE 
NEGOTIATIONS WERE EXPECTED TO RESUME IN OCTOBER WITH 
ONE LAST MARAGHON SESSION TO WRAP THINGS UP. CON- 
CLUSION OF A NEW ACCORD WAS EXPECTED BEFORE THE END OF 
THE YEAR. 

9. SUSPENSION OF NEGOTIATIONS: DESPITE THE STRING 
PROTESTS OVER THE RECENT EXECUTIONS, THE EC COMMISSION 
AND COUNCIL HAVE MERELY DECLARED THAT "AT THE PRESENT 
TIME THE ENGOTIATIONS BETWEEN THE COMMUNITY AND 
SPAIN CANNOT BE RESUMED" (REF B). COMMISSION CONTACTS 
ARE EXPECTED TO OCCUR NORMALLY. CONCERNING THE 1973 
PROTOCOL, THE COMMISSION SEEMS TO BE PUTTING NO 
PRESSURE ON THE THREE AND IS ALLOWING THEM LEEWAY IN 
THEIR TARIFF ARRANGEMENTS WITH SPAIN IN THIS COMPLICATED 
SITUATION. HOWEVER. AS "THE THREE" MOVE TO CLOSER 
ALIGNMENT WITH THE CXT (E.G. 80 PERCENT AS OF IANUARY 1. 

1976) POSSIBLE TRADE DISTORTION EFFECTS BECOME MORE 

OF A PROBLEM. SIMILARLY, THE LONGER THE NEGOTIATIONS 
(OR THEIR INTERRUPTION) DRAG OUT THE MORE COMPLICATED 
THEIR CONCLUSION BECOMES IUST IN PARACTICAL TERMS. 

IN PARTICULAR, HARD-FOUGHT BATTLES TO ARRANGE CALENDARS 
OF TARIFF DISMANTLEMENT GET OVERTAKEN BY EVENTS. (THE 
QUESTION OF DATES IS PARTICULARLY IMPORTANT IN RELATION 
BOTH TO THE EC'S AGREEMENTS WITH OTHER MEDITERRANEAN 
STATES. AS WELL AS ITS WON INTERNAL TARIFF ALIGNMENT 
PROCESS.) SPAIN WILL ALSO BE FACED WITH INCREASED 
COMPETITIVE PRESSURE, FIRST FROM THE EC/ISRAEL ACCORD 
ALREADY IN FORCE, AND SECOND. BY THE MAGHREB ARRANGE- 
MENTS. WHICH ARE NEARING CONCLUSION. BUT ON BALANCE, 
NEITHER SIDE IS PARTICULARLY HARMED BY THE SUSPENSION 
AND THE FRET .TNG SEEMS TO BE THAT THINGS WILL ROCK 
GENTLY ALONG FOR A WHILE UNTIL THE ATMOSPHERE IS MORE 
CONDUCIVE TO RESUMPTION, AND CONCLUSION OF THE NEGO- 
TIATIONS. 

10. PROSPECTS FOR RESUMPTION: A RECENT CONVERSATION 
WITH THE COMMISSION OFFICIAL RESPONSIBLE FOR SPANISH 
MATTERS INDICATES THAT THE COMMISSION HAS NO IDEA 
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WHEN THE NEGOTIATIONS MIGHT BE RESUMED. SIMPLE PAS- 
SAGE OF TIME, SHE FEELS, WOULD NOT GIVE THE COMMUNITY 
SUFFICIENT REASON TO ANNOUNCE THE RESUMPTION OF NEGO- 
TIATIONS; SOME SPECIFIC CHANGE IN THE SPANISH INTERNAL 
SITUATION WOULD HAVE TO OCCUR AND IT IS IMPOSSIBLE 
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TO DETERMINE WHEN THIS MIGHT COME ABOUT. IN RESPONSE 
TO A QUESTON, SHE SAID IT WAS DIFFICULT TO SEE WHO 
WOULD TAKE THE INITIATIVE. THE SPANISH THEMSELVES 
WERE UNLIKELY TO DO SO. FROM A TRADE STANDPOINT THEY 
BENEFIT BY THE EXISTNG SOMEWHAT "LOP-SIDED" ARRANGE- 
MENTS. THEIR INTEREST IN NEGOTIATING A NEW AGREEMENT 
WITH THE EC IS POLITICAL AND SHE FELT SPAIN WOULD 
WISH THE EC TO TAKE THE INITIATIVE. WITHIN THE COM- 
MUNITY THIS WAS MOST LIKELY TO COME FROM THE FRENCH 
WHO HAD TAKEN THE SOFTEST LINE IN THE RECENT COUNCIL 
DEBATE. BUT EVEN THEY, SHE FELT, WOULD NOT BE ABLE 
TO SUGGEST RESUMPTION UNTIL THERE WAS A SPECIFIC CHANGE 
IN THE INTERNAL SPANISH SITUATION. FOR THE MOMENT, 
HOWEVER, THERE WAS NOTHING THE COMMISSION, AS THE 
EC NEGOTIATION, CULD DO EXCEPT TO MONITOR THE SITUATION. 
THE EC/SPAIN FTA DOSSIER IS "ON THE SHELF" UNTIL 
FURTHER NOTICE. MORRIS 
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